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Court of Appeals of the District of Columbia 

i 

No. 4954. ! 

j 

William H. Sebastian et al., Appellants, 

j 

vs. 

I 

The American Small Loan Company, Inc., et al. 

i 

j 

■ 

i 

a Supreme Court of the District of Columbia. 

Equity. No. 49475. j 

William H. Sebastian and Katherine R. Sebastl\n, 

Plaintiffs, j 

vs. | 

The American Small Loan Company, IncJ, and Samuel C. 

Taylor, Trustee, Defendants. 

! 

United States of America, 

District of Columbia , ss: 

Be it remembered that in the Supreme Court of the Dis¬ 
trict of Columbia, at the City of Washington, in said Dis¬ 
trict, at the times hereinafter mentioned, the following* 
papers were filed and proceedings had in the above-entitled 
cause, to wit: 

1 Petition for Injunction, i 

Filed February 26, 1929.! 

j 

In the Supreme Court of the District of Columbia, Holding 

an Equity Court. 

Equity. No. 49475. j 

I 

i 

William H. Sebastian and Katherine R. Sebastlut, 

Plaintiffs, 

vs. 

I 

The American Small Loan Company, Inc., and Samuel C. 

Taylor, Trustee, Defendants. 

The plaintiffs, William H. Sebastian and Katherine R. 
Sebastian, respectfully represent to the Court as follows: 

1—4954a 
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1. That they are citizens of the United States and resi¬ 
dents of the District of Columbia and bring* this suit in 
their own right. 

2. That the defendant, The American Small Loan Com¬ 
pany, is a corporation organized and existing under and by 
virtue of the laws of the State of Delaware and is sued in 
its own right. 

3. That the defendant, Samuel C. Taylor, Trustee, is a 
resident of the District of Columbia, and is sued in the 
capacity as Trustee of a certain chattel deed of trust as 
will hereinafter appear. 

4. That on, to wit, the 20th day of August, 1928, the 
plaintiffs herein signed a note in favor of the defendant, 
The American Small Loan Company, a corporation, for the 
sum of Three Hundred ($300) Dollars, payable in install¬ 
ments of Fifteen ($15) Dollars, on the twentieth day of 
each and every month after the date of the said note, with 
interest thereon at the rate of 3V2% per month, which is 

indicated in words and figures in a copy of the said 
2 note, which is hereto attached and made a part 
hereof; that at the same time, to wit, the twentieth 
day of August, 1928, plaintiffs executed to defendant Sam¬ 
uel C. Taylor, as Trustee, a certain chattel trust on their 
personal effects herein described, the same being situated 
at Apartment No. 201, 1201 Q Street, Northwest, Washing¬ 
ton, D. C., conveying to said defendant, Samuel C. Taylor, 
as Trustee, said personal effects as therein cited; that 
plaintiffs are advised and verily believe, that said chattel 
trust was duly recorded among the records of the District 
of Columbia kept for that purpose; that a copy of said 
Chattel Deed of Trust is hereby attached and made a part 
hereof. 

5. That by virtue of said note, there was due and pay¬ 
able by the plaintiffs to the defendant, The American Small 
Loan Company, a corporation, upon the twentieth day of 
September, 1928, the sum of Three Hundred ($300) Dol¬ 
lars, with interest thereon at the rate of 3M>% per month, 
in accordance with the terms of said note, for reasons here¬ 
inafter set forth the plaintiffs tendered to the defendant, 
the American Small Loan Company, Three Hundred ($300) 
Dollars, with interest at 6% per annum, from August 20th, 
1928 to September 20, 1928, but the defendant The Ameri- 
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can Small Loan Company refused to receive and accept the 
same. j 

6. The plaintiffs further state that because of their re¬ 
fusal to pay the said Three Hundred ($300) Dollars with 
interest at 3Vo% per month, the defendant, j the American 
Small Loan Company, a corporation, instructed the defend¬ 
ant Samuel C. Taylor, Trustee, to advertise for sale the 
personal effects of plaintiffs as set out in the chattel deed 
of trust aforesaid and that the same has b^en advertised 


for sale in the 44 Washington Herald’’ a newspaper in Wash¬ 
ington, D. C., a cop}’ of said advertisement being hereto at¬ 
tached and made a part hereof. j 
3 7. The plaintiffs state that unless Restrained and 

enjoined from so doing, the defendant, Samuel C. 
Taylor, Trustee, will sell the personal effects of the plain¬ 
tiffs, in accordance with said advertisement, on the sixth 
day of March, 1929, at three P. M.; that su|ch sale will be 
unlawful for the reason that the rate of interest charged by 
the defendant, the American Small Load Company is 
usurious, exorbitant and unlawful, in that 'the defendant, 
The American Small Loan Company has not complied with 
the provisions of the Act of Congress of! February 4th, 
1913, 37 S. T. L. 657, entitled, “An Act to Regulate the 
Business of Loaning Money on Security of Any Kind by 
Persons, Firms, and Corporations Other Than the National 
Banks, License Bankers, Trust Companies, Savings Banks, 
Building and Loan Associations and Real jEstate Brokers 
in the District of Columbia,”' and said defendant, The 
American Small Loan Company, has not in the belief of 
the plaintiffs applied for nor received a license to engage 
in the business of loaning monev in the District of Colum- 

* j 

bia, or in due form employed an agent, resident in the Dis¬ 
trict of Columbia, upon whom all judicial and other proc¬ 
esses of legal notice, to such corporation, may be served, as 
required by said Act. j 

That there is no adequate remedy at law to protect the 
plaintiffs in their rights to the property to| be sold. 

Wherefore, the premises considered, plaintiffs pray as 
follows: 

1. That the United States writ of subpoena may issue 
herein and be directed to the defendantsj The American 
Small Loan Company, a corporation, and Samuel C. Tay- 
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lor, Trustee, commanding them to appear and answer the 
exigencies of this petition. 

2. That a rule to show cause be issued by this Court 

directed to the said defendants commanding them to 
4 appear herein and show cause forthwith or other¬ 
wise why they should not be restrained and enjoined 
from selling plaintiffs property as set out in this petition. 

3. That a temporary restraining order be issued against 
the defendants and that they be permanently enjoined from 
selling the said personal property of the plaintiff as set out 
in this petition, or any part thereof. 

4. And for such other and further relief as the nature of 
the case may require and to the Court may seem equitable 
and proper. 

KATHERINE R, SEBASTIAN. 
WILLIAM H. SEBASTIAN. 

District of Columbia, ss: 

I have read the foregoing bill by me subscribed and know 
the contents thereof, the matters therein stated upon per¬ 
sonal knowledge are true and those stated on information 
and belief, I believe to be true. 

KATHERINE R. SEBASTIAN. 

Subscribed and sworn to before me this 21st day of Feb¬ 
ruary, 1929. 

[seal.] FRANK B. TIPTON, 

Notary Public , D. C. 

My commission expires Oct. 21st, 1931. 

District of Columbia, ss: 

I have read the foregoing bill by me subscribed and know 
the contents thereof, the matters therein stated upon per¬ 
sonal knowledge are true and those stated on information 
and belief I believe to be true. 


WILLIAM H. SEBASTIAN. 


I 
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5 Subscribed and sworn to before me thijs 21st day of 

February, 1929. ; 

[seal.] FRANK B. TIPTON, 

Notary PMic, D. C. 

i 

My commission expires Oct. 21st, 1931. j 

CHARLES D. COUNCIL, j 

Lawyer, 1010 Vermont Avenue N. W ., j 

Washington, D. C. 

j 

Metropolitan 4817. 

i 

i 

| 

Notice of Trustee’s Sale Published in the Washington 

Herald February 21,1929. 

j 

j 

Trustee’s Sale of Valuable Personal Property at 
Apartment 201, 1201 Que Street Northwest. 

I 

By virtue of a chattel deed of trust dated August 20,1928, 
being instrument No. 94, recorded February 8, 1929 among 
the chattel records of the District of Columbia, and at the 
request of the party secured thereby, the undersigned trus¬ 
tee will sell at public auction in the premises, 1201 Que 
Street, Northwest, Apartment 201, on the j sixth day of 
March, 1929, at 3:00 o’clock P. M., the chattel^ and personal 
property described in said trust; the same being 1 console 
table; 1 Windsor chair; 1 mirror; 1 3-piece overstuffed 
suite; 1 Cogswell chair; 2 lamps; 1 rug: 1 j writing desk; 
1 book case; 1 Singer Sewing machine; 1 Columbia phono¬ 
graph; 1 Atwater Kent radio; 1 Webster piano; 1 piano 
bench; 1 serving table; 1 china cabinent; 6 chairs; 1 buffet; 
1 table; 1 rug; 1 cabinet; 2 chairs; 1 Hoover vacuum 
cleaner; 1 Gen. Electric ice box; 1 table; 2 beds, complete; 
1 cedar chest; 2 chairs; 2 chiffoniers; 2 drdssers; 1 dress¬ 
ing table; 1 vanity dresser; 2 rugs; 3 lamps; 1 trunk. 

Terms: All cash. 

SAMUEL C. TAYLOR, 

Trustee . 

6 Copy. | 

j 

Deed of Trust — Chattels. 

\ 

j _ 

This indenture made this 20th day of August, A. D. 1928, 
by and between Wm, H. Sebastian and wife, Katherine R. 
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Sebastian, of 1201 Que St. N. W., Washington, District of 
Columbia, parties of the first part, and Samuel C. Taylor, 
Trustee, of Washington, District of Columbia, party of the 
second part: 

Whereas the said Wm. H. Sebastian and wife Katherine 
R. are justly indebted unto the said American Small Loan 
Company, Inc., in the full sum of Three Hundred Dollars 
($300.00) with interest at the rate of three and one-half 
percentum per month, to be computed on the unpaid prin¬ 
cipal sum until fully paid; (in accordance with the terms 
of the Uniform Small Loan Law of the State of Maryland). 
Said principal and interest both payable at the Company’s 
Office in Mt. Rainier, Md. 

It is understood that the undersigned shall pay this ob¬ 
ligation in installments of $15.00 and interest on the 20" 
day of each and every month after date hereof, until said 
loan is fully paid. 

In case of default in anv installment as the same becomes 

* 

due, or should the undersigned abscond remove, sell or 
transfer, or attempt to abscond, remove, sell or 
transfer or have taken from them any property which 
a lien has been given to secure the payment of this 
indebtedness, without first obtaining the written consent of 
said company or their as-igns, the entire unpaid indebted¬ 
ness, including interest, as above provided, shall at the 
option of the said company or their assigns, immediately 
become due and payable without notice thereof. 

And whereas the parties of the first part desire to se¬ 
cure the prompt payment of said debt, and interest thereon, 
when and as the same shall become due and payable, and all 
costs and expenses incurred in respect thereto including 
reasonable counsel fees incurred or paid by the said party 
of the second part or substituted trustee, or by any person 
hereby secured, on account of any litigation at law or in 
equity which may arise in respect to this trust or the prop¬ 
erty hereinafter mentioned, and of all moneys which may 
be advanced as provided herein, with interest on all such 
cost and advances from the date thereof. 

Now, therefore, this indenture witnesseth, that said par¬ 
ties of the first part, in consideration of the premises, and of 
one dollar, lawful money of the United States of America, to 
them in hand paid by said party of the second part, the 
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receipt of which is hereby acknowedged, ha-! granted, sold, 
and delivered, and do- by these presents grant, sell, and de¬ 
liver unto the said party of the second part, dr the survivor 
of them, his heirs, all and singular the goods, chattels and 
personal property named, mentioned, and described as fol¬ 
lows, the same being now in and upon the premises known 
as No. 1201 Que St. N. W., Apt. 201 in Washington, Dis¬ 
trict of Columbia, to wit: 1 console table; 1 Windsor chair; 
1 mirror; 1 3 pc. overstuffed suite; 1 Cogswell chair; 2 
lamps; 1 rug; 1 writing desk; 1 book case; 1 Singer sewing 
machine; 1 Columbia phonograph; 1 Atwater Kent radio; 
1 Webster piano; 1 piano bench; 1 serving! table; 1 china 
cabinet; 6 chairs; 1 buffet; 1 table; 1 rug; 1 cabinet; 2 
chairs; 1 Hoover vacuum cleaner; 1 Gen. elec. ice box; 1 
table; 2 beds, complete; 1 cedar chest; 2 chairs; 2 chiffon¬ 
iers ; 2 dressers; 1 dressing table; 1 vanity dresser; 2 rugs; 
3 lamps; 1 trunk. 

Together with all and singular the platfe, plated ware, 
linen, china, books, works of art, household effects and 
articles of use and of ornament which are nbw or hereafter 
shall be in, about or upon the premises occupied by the 
parties of the first part, and not hereinbefore more specif- 
icallv mentioned. 

To have and to hold the said goods and chattels and per¬ 
sonal property unto and to the use of the said party of the 
second part, or the survivor of them, his heirs, executors, 
administrators, and assigns, in and upon the trust and for 
the uses following: 

In trust to suffer and permit the said pajrties of the first 
part to retain possession of and use the said goods and chat¬ 
tels and personal property until the same shall and may be 
required as hereinafter provided. 

And upon this further trust, upon default being made in 
the payment of said note-, or either of them, or of any in¬ 
terest thereon, when due, or any proper cost, charge, or ex¬ 
pense in and about the same, then, and at! any time there¬ 
after, to take immediate possession of jsaid goods and 
chattels and personal property, wheresoever the same may 
be found, and to sell the same at public auction, upon such 
terms and after such public notice as the $aid party of the 
second part, or the survivor of them, his heirs in the execu¬ 
tion of this trust, shall deem advantageous and proper; 
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and of the proceeds of sale or sales: First, to pay all proper 
costs, charges, and expenses including a commission of five 
per cent on the amount of said sale to said Trustee for serv¬ 
ices, Second to pay whatever may then remain unpaid of 
said note, whether the same be due or not, and Last, to pay 
the surplus, if any to whomsoever shall be lawfully entitled 
to the same. 

And upon this further trust, at any time hereafter, 
whether said note shall be due or not, upon the security 
hereby given being in anywise endangered in the opinion 
of said party of the second part, or the survivor of them, 
by the removal of said goods and chattels and personal 
property, or any of them without the written consent of the 
said party of the second part, or the survivor of them, or 
by the non-payment of the rent of the premises where said 
goods and chattels may be placed, stored, or deposited, or 
by the rendering of a judgment or decree for the payment 
of money against said party of the first part, or if said 
party of the first part shall not keep the same insured in 
some good and reliable company against loss by fire to the 
extent of Three Hundred Dollars, and assign the same to 
the use of said party of the second part, or the survivor of 
them, for the more effectual securing of the payment of 
said indebtedness; or if the same shall become endangered 
in any other manner, in the opinion of the said party of the 
second part, or the survivor of them, then and thereafter, 
upon written order of the holder or holders of said note 
or of either of them, to take posession of said goods and 
chattels and personal property and sell the same, and dis¬ 
pose of the proceeds thereof in the manner hereinbefore 
provided, as though default has been made in the payment 
of said note. 

In witness whereof, said parties of the first part have 
hereunto set their hands and affixed their seals on the dav 
first hereinbefore written. 

WM. HENRY SEBASTIAN. [seal.] 

KATHERINE R. SEBASTIAN, ([seal.] 

SAMUEL C. TAYLOR, [seal.] 

E. L. PARKER, [seal.] 

County of Prince Georges, 

State of Maryland, ss: 

I, Kathryn V. Campbell, a Notary Public in and for the 
County of Prince Georges, do hereby certify that Wm. H. 
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| 

Sebastian and wife Katherine, parties to a I certain Deed, 
bearing date on the 20th day of August, A, D. 1929, and 
hereto annexed, personally appeared before me in said 
County, the said Wm. H. Sebastian and wife Katherine 
being personally well known to me as the persons who ex¬ 
ecuted the said Deed, and acknowledged the same to be their 
act and deed. 

Given under my hand and seal this 20th day of August, 
A. D. 1928. ‘ | 

[seal.] KATHRYN V. CAMPBELL, [seal.] 

Not dry Public. 

\ 

i 

[Endorsed:] Deed of trust—Chattels. -1-to Sam¬ 

uel C. Taylor, Trustee. Received for record on the — day 

of-, A. D. 192-, at — o’clock — M., and record- in Liber 

No. —, at Folio —, one of the Land Records for the District 
of Columbia, and examined by-, Recorder. 

I 

7 Copy. | 

i 

Judgment Note. ! 

$300.00. | 

Mt. Rainier, Md., August 20, 1928. j No. 4975-A. 

, 

For value received, the undersigned jointly and severally 
promise to pay to the order of the American Small Loan 
Company, of Mount Rainier, Maryland, Three Hundred and 
no/100 Dollars, at its licensed office at Mount; Rainier. Mary¬ 
land (being the actual amount of the loan), with interest 
from date hereof at 314 per centum per ihonth computed 
on the unpaid daily balances as provided by the Uniform 
Small Loan Law. j 

It is understood that the undersigned shall pay this ob¬ 
ligation in installments of $15.00 and interest on the 20th 
day of each and every month after date hereof, until said 
loan is fully paid, each installment when s 6 paid to be ap¬ 
plied, first, to the payment of the interest op the amount of 
principal remaining unpaid, and the balance jthereof credited 
to the principal. 

In case of default in the payment of any installment as 
the same becomes due, or should the undersigned abscond, 
remove, sell or transfer, or attempt to remoye, sell or trans¬ 
fer or have taken from them any property 1 on which a lien 


i 
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has been given to secure the payment of this indebtedness, 
without first obtaining the written consent of the said Com¬ 
pany or their assigns, the entire unpaid indebtedness, in¬ 
cluding interest, as above provided, shall at the option of 
the said Company or their assigns, immediately become due 
and payable without notice thereof. 

Each party to this note hereby waives presentment, de¬ 
mand and notice of dishonor, the benefits of homestead 
exemption as to this debt, and agrees to remain bound for 
the payment of same notwithstanding an}’ extension or ex¬ 
tensions of time of payment. 

Each of the undersigned and each and everv endorser 
hereon does certifv that he has no defense to anv action, 
either in law or equity, which may be brought for the col¬ 
lection of this obligation at any time. It is understood that 
this is a Maryland contract, to be governed by the laws of 
the State of Maryland, made at the licensed office of the 

V r 

company at Mount Rainier, Maryland. We acknowledge 
receipt now of a statement of above loan from the Lender 
as required by the small loan law, upon which also is printed 
in English a copy of the maximum interest rate section of 
said loan law. 

And the undersigned and all endorsers hereon hereby 
jointly and severally constitute and appoint Samuel C. 
Taylor or any attorney-at-law of any Court of Record of 
this State, or elsewhere, their true and lawful attorney in 
fact, for them and in their name and stead to appear in any 
court for and to confess judgment against them, or any of 
them, in favor of the company or their assigns for the 
amount due hereon, with interest, charges and costs of suit 
and to waive and release all errors petitions in error, with¬ 
out stay of execution or any right of appeal from the judg¬ 
ment rendered. 

We acknowledge that said loan of money is obtained upon 
the representations and warranties that we are the sole and 
only owners of the furniture and chattels, described in a 
lien thereon and warranty executed by us this same date, 
and that there is no lien, claim or encumbrance of anv kind 
against any of said furniture and chattels, or conditional 
purchase title thereon, and we admit that the Lender relied 
upon such representations, respecting our title to said 
furniture and chattels and of our financial condition, as- 
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sets, debts, income and credit and that our shid representa¬ 
tions were a substantial inducement to thb Lender; that 
we have a knowledge of the State*Law, providing punish¬ 
ment for false pretenses in procuring creditj goods or loan 
of money, by means of any false or fraudulent statements 
in writing. 

WM. HENRY SEBAjSTIAN. 
KATHERINE R. SEBASTIAN. 

Witness : 

SAMUEL C. TAYLOR, I 

E. L. PARKER. i 


Guarantee. j 

i 

In consideration of one dollar, each of the undersigned 
does hereby certify that he has no defense! to any action, 
either in law or equity which may be brought for the col¬ 
lection of this obligation, at any time; ahd does hereby 
constitute and appoint Samuel C. Taylor of any attorney- 
at-law of any Court of Record his true and lawful Attorney 
in Fact, to appear in any court for, and to confess judgment 
against him for the amount due on the attached note with 
interest, charges and costs of suit. 

Each of the undersigned hereby unconditionally guaran¬ 
tees the American Small Loan Company, itsj successors and 
assigns, that the said note and any and all extensions there¬ 
of, shall be paid when due, together with jail interest ac¬ 
crued. Each of the undersigned hereby jointly and sever¬ 
ally waive demand, protest, and notice of demand, protest 
and non-payment. 

Name: -f-, 

Address:-. 

Name: -I-, 


Address: 


8 


Motion for Temporary Restraining Order. 

! 

Filed March 1, 1929. 


i 

Now comes the plaintiffs, and by their attorney, Charles 
D. Council, respectfully moves the court for a temporary 
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restraining order as prayed for in the petition filed in the 
within cause. 

CHARLES D. COUNCIL, 

Attorney for the Plaintiffs, 

1010 Vermont Ave. N. TV, 


Notice. 


The American Small Loan Co. and Samuel C. Taylor, 
Trustee: 

Please take notice that the foregoing annexed motion for 
a temporary restraining order will be called for hearing 
on Tuesday, March 5, 1929, at 10 a. m. or as soon there¬ 
after as counsel may be heard. 

CHARLES D. COUNCIL, 
Attorney for the Plaintiffs . 


Copy of the vrithin motion served on Samuel C. Tavlor 
2/28/29. 


C. D. COUNCIL. 


Answer to Bill. 

Filed March 8, 1929. 

*••*••• 


The defendants, the American Small Loan Company, Inc., 
and Samuel C. Taylor, trustee, for answer to the bill in 
this cause, say as follows: 

(1) Defendants admit the allegations of paragraph 1. 

(2) Defendants admit the allegations of paragraph 2. 

(3) Defendants admit the allegations of para- 
9 graph 3. 

(4) Defendants admit the allegations of para¬ 
graph 4. 

(5) Defendants admit the allegations of paragraph 5. 

(6) Defendants admit the allegations of paragraph 6. 

(7) Answering paragraph 7, defendants deny that the 
advertisement and sale of the property set out in the 
chattel trust was or is unlawful or that the same would be 
contrary to public policy for that they say that the Ameri¬ 
can Small Loan Co. has an office and transacts business in 
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| 

the State of Maryland where it is licensed bnder the Uni¬ 
form Small Loan Law of the State of Maryland and that 
it complies with every detail of said law. I That the note 
set out in this cause was made in the State of Maryland 
and was payable in said State and that tlie chattel trust 
was made and executed in the State of Maryland, although 
the proper-y securing said note is located! in the District 
of Columbia. j 

Defendants deny that the rate of interest, 3 x /2% per 
month is usurious or unlawful because it is expressly per¬ 
mitted by the Uniform Small Loan Law pf the State of 
Maryland, under which said Company operates. 

Defendants sav that they are not licensed under the law 

•/ •' i 

of the District of Columbia because they aiie not located in 
the District of Columbia and they do not transact business 
in the District of Columbia, but are located wholly in the 
State of Maryland and transact business under the law of 
the State of Maryland and comply with the law and regu¬ 
lations covering such business in the State! of Maryland. 

Defendants attach hereto, and make a | part hereof, a 
folder, an original of which was given to the plaintiffs at 
the time of the making of said loan on which is stated in 
the English language, the amount and date of the 
10 loan and its maturity, the nature | of the security 
and the name and address, of the borrower and li¬ 
censee and the rate of interest charged. This is required 
by Section 15 of the Uniform Small Loan Law of the State 
of Maryland, which may be found in Bagby’s Code (vol. 
four), Art. 58A; Acts of 1918, ch. 88; Acts of 1924, ch. 
115. Defendants further say that the allegations of the 
bill are insufficient to constitute a valid chuse of action in 
equity and should therefore be dismissed, j 
Having made a full and complete answer to the bill, de¬ 
fendants pray that they may be dismissed with their reason¬ 
able costs. 

AMERICAN SMALL LOAN 
COMPANY, Inc., 

By SAMUEL C. TAYLOB, 

Vice-Pres. 

SAMUEL C. TAYLOR, 

| Trustee . 

i 
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I have read the aforegoing answer by me subscribed and 
know the contents thereof, the matters and things therein 
stated upon personal knowledge are true and those stated 
upon information and belief I believe to be true. 

SAMUEL C. TAYLOR. 

Subscribed and sworn to before me this 7tli day of 
March, 1929. 

[seal.] DORIS M. CRAWFORD, 

Notary Public. 

JEFFORDS & DUTTON, 

Attys. for Defts. 

(Here follows photographic reproduction of passbook, 

marked page 11.) 

12 Decree Overruling Motion for Restraining Order 

and Dismissing Bill. 

Filed March 12, 1929. 

#*##**# 


This cause coming on to be heard upon motion of plain¬ 
tiffs for a temporary restraining order, and answer of de¬ 
fendants with motion to dismiss the bill, and counsel hav¬ 
ing been heard, it is by the Court this 12tli day of March, 
1929, ordered and decreed that the motion for restraining 
order be and the same hereby is overruled, and the motion 
to dismiss the bill be and the same hereby is granted, and 
that said bill be dismissed at the cost of the plaintiffs. 

JENNINGS BAILEY, 

Justice. 


Appeal noted, 
cash. 

i 

i 

i 


$100 surety bond on appeal or $50.00 

JENNINGS BAILEY, 

Justice. 


SEC. 14 OF UNIFORM SMALL LOAN LA* 




ALL PAYMENTS MUST BE PAID PROMPTLY 
ON DATE DUE 

SEND YOUR PASSBOOK WITH EVERY PAYMENT 


AMERICAN SMALL LOAN CO. 

__ 3002 THIRTY-FOURTH STREET_ 

MT. RAINIER. MD. 

IF LOAN IS SECURED «t FURNITURE. DO NOT MOVE FROM TOUR PRESENT ADDRESS WITH- 
OUT FIRST H0TIFTIN8 US. TO DO SO WILL MAKE YOU LIARLE TO CRIMINAL FROSECUTICM. 



ADDRESS 


201 



THIS BOOK MUST BE RETURNED WITH EACH PAYMENT 



PROMPT PAYMENT IS THE BASIS OF FUTURE CREDIT 




I 

i 


THE AMERICAN SMALL LOAN COMPANY [ET AL. 15 

i 

i 

j 

i 

Memorandum. j 

i 

March 12, 1929.—$50 deposited in lien of bond on appeal. 

Assignment of Error. 

Filed March 26, 1929. ! 

* # * * # # * # 

Comes now the plaintiff in the above-entitled cause and 
assigns as error committed by the Court llhe granting of 
the motion of the defendant to dismiss petition. 

CHARLES D. COUNCIL, 

Attorney for Plaintiffs. 

\ 

\ 

Service acknowledged this the 25 day of March, 1929. 

EDWIN C. DtTTTON, 
Attorney for Defendants. 

13 Designation of Record, j 

Filed March 26, 1929. j 

i 

* * # * # j # # 

« 

The clerk will please prepare a transcript of record in 
the above-entitled cause on appeal to the Cburt of Appeals 
of the District of Columbia, and include therein the fol- 
lowing: 

1. Petition for Injunction and motion. 

2. Answer to Bill and motion to dismiss, j 

3. Decree Dismissing Petition. 

4. Assignment of Error. 

° i 

5. This Designation of Record. 

CHARLES D. COUNCIL, 

Attorney for Plaintiffs. 

Service acknowledged this 25 day of March, 1929. 

EDWIN C. DUTTON, 
Attorney fdr Defendant. 

i 

i 

i 



16 W. H. SEBASTIAN ET AL. VS. AMEB. SMALL LOAN CO. ET AL. 

14 Supreme Court of the District of Columbia. 

United States of America, 

District of Columbia, ss: 

I, Frank E. Cunningham, Clerk of the Supreme Court of 
the District of Columbia, hereby certify the foregoing pages 
numbered from 1 to 13, both inclusive, to be a true and 
correct transcript of the record, according to directions 
of counsel herein filed, copy of which is made part of this 
transcript, in cause No. 49475 in Equity, wherein William 
H. Sebastian et al. are Plaintiffs and The American Small 
Loan Company, Inc., et al. are Defendant, as the same re¬ 
mains upon the files and of record in said Court. 

In testimony whereof, I hereunto subscribe my name and 
affix the seal of said Court, at the City of Washington, in 
said District, this 1st day of May, 1929. 

[Seal Supreme Court of the District of Columbia.] 

FRANK E. CUNNINGHAM. 

Clerk. 

Endorsed on cover: District of Columbia Supreme 
Court. No. 4954. William H. Sebastian et al., appellants, 
vs. The American Small Loan Company, Inc., et al. Court 
of Appeals, District of Columbia. Filed May 7, 1929. 
Henry W. Hodges, clerk. 





SEP 24 3J2S 


APRIL TERM, 1929 


WILLIAM H. SEBASTIAN and KATHERINE R 

SEBASTIAN, Appellants, 


THE AMERICAN SMALL LOAN COMPANY, INC 
and SAMUEL C. TAYLOR, Trustee. 


CHARLES D. COUNCIL, 
Attorney for Appellants 


PRESS OF JUDD ft DETWEII.ER, INC., WASHINGTON. D. C. 












I 

j 

j 

! 



APRIL TERM, 1929. 


No. 4954 

i 

! 

WILLIAM H. SEBASTIAN and KATHERINE R. 
SEBASTIAN, Appellants, j 

vs. 

THE AMERICAN SMALL LOAN COMPANY, INC., 
and SAMUEL C. TAYLOR, Trustee.! 


BRIEF ON BEHALF OF APPELLANTS. 

i 


Statement of Case. 

The undisputed facts in this case are as follows: 
The appellants, William H. Sebastian and Katherine 
R. Sebastian, are residents and citizens of the City of 
Washington, District of Columbia (R., p. 2). j 
The defendant below, American Small Loan Com- 

7 i 

pany, is a corporation organized and existing lender the 


o 


laws of the State of Delaware, with offices located in 
Mt. Rainier, Maryland, just outside the District of Co¬ 
lumbia, and said corporation is not licensed or au¬ 
thorized to do business in the District of Columbia 
pursuant to the Act of February 4, 1913, 37 Stat. L. 
G57, D. C. Code, page 572 (R., pp. 2, 6, 15). 

The defendant below, Samuel C. Taylor, Trustee, is 
the trustee named under a certain chattel deed of trust 
hereinafter referred to (R., pp. 2-5). 

The appellants on August 20,1928, at the office of the 
American Small Loan Company, in Mt. Rainier, Md., 
executed a promissory note in favor of the American 
Small Loan Co. in the amount of $300.00, payable in 
installments, with interest thereon at the rate of 3% 
per cent per month, that is, 42 per cent per year (R., 
p. 11). At the same time and place appellants exe¬ 
cuted a chattel deed of trust on certain personal house¬ 
hold effects belonging to appellants and described 
therein and located in the District of Columbia. The 
said chattel deed of trust was given as security for the 
payment of the said $300.00 note and named Samuel C. 
Taylor as trustee and was recorded in the Recorder’s 
office of the District of Columbia (R., pp. 5, 6, 7, 8, 9, 
10 , 11 ). 

The appellants refused to pay to the American Small 
Loan Company interest at the rate of S 1 /* per cent per 
month on the installment due on said note August 21, 
1928, but appellants tendered to the American Small 
Loan Company the amount due on said installment with 
interest at the rate of 6 per cent per annum, but the 
American Small Loan Co. refused to receive and ac- 
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cept said payment. (See paragraph 5 of Bill, R., p. 2) 
see paragraph 5 of Answer to Bill, R., p. 12.j) The 
American Small Loan Co. thereupon instructed feamuel 
C. Taylor, Trustee, to advertise for sale the personal 
property of the appellants located in the District of 
Columbia, pursuant to the chattel deed of trust exe¬ 
cuted by the appellants, and the same wras advertised 
for sale in the Washington Herald, a newspaper pub¬ 
lished in the City of Washington, District of Columbia 
(R., p. 5). j 

The appellants, on March 1, 1929, filed a Motion for 
temporary restraining order to restrain the American 
Small Loan Company and Samuel C. Taylor, Trustee, 
from selling the property of the appellants pursuant to 
said chattel deed of trust (R., p. 11). 

On March 5,1929, a Motion for a temporary restrain¬ 
ing order was issued out of the Supreme Court of the 
District of Columbia and was duly served upon the 
American Small Loan Company and Samuel C.! Taylor, 
Trustee (R., p. 12). ; 

On March 4, 1929, the American Small Loan Co. 
and Samuel C. Taylor, Trustee, appeared in this suit 

i 

and filed answer to the bill, praying that the motion and 
the bill be dismissed (R., pp. 12, 13, 14). j 
On March 12, 1929, the Supreme Court of the Dis¬ 
trict of Columbia, Justice Bailey presiding, after con¬ 
sideration of the bill, the motion for a temporary 
restraining order, and the answer, and after oral argu¬ 
ment by counsel for all parties, entered a decree over¬ 
ruling the motion and dismissing the petitioh (R., p. 
14). Appellants, plaintiffs below, noted and perfected 


! 


I 
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an appeal from this decision to the Court of Appeals 
(R., pp. 14, 15, 16). 

Assignment of Error. 

1. The court erred in dismissing the plaintiff’s bill 
in equity and motion for a temporary restraining 
order. 

2. Since the appellee had no licenses to do business 
in the District of Columbia, the attempted sale of the 
appellants’ property would have been an act contrary 
to the public policy of the District of Columbia as ex¬ 
pressed in its positive law and the interpretation 
placed upon that law by the District Courts. 

The sole question is, will the equity courts of the 
District of Columbia permit the sale of personal prop¬ 
er! v of its citizens under a chattel deed of trust exe- 
cuted in the State of Maryland and recorded in the 
District of Columbia upon the default in the payment 
of interest at the rate of 3% per cent per month, that 
is, 42 pm* cent per year, pursuant to the terms of a 
note executed in Maryland and secured by said chattel 
deed of trust, and makers of said chattel deed of trust 
having tendered and being willing to pay interest at 
the rate of 6 per cent per annum? 

The contention of the appellants is that to permit 
the sale of the property of the appellants under the 
conditions set forth above would be contrary to the 
public policy of the District of Columbia as expressed 
through the decisions of its courts and to the statutory 
law cf the said District as set forth in the Act of Con- 


0 


I 

i 

i 

i 
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gress of February 4, 1913, 37 Stat. L. 657; District of 
Columbia Code, page 572. 

This act, which is for the purpose of regulating the 
loaning of money, provides: 

l 

Sec. 1. That the lender shall secure a license to do 
business in the District of Columbia with the fegula- 
tions surrounding the securing of such license.! 

Sec. 2. That the application for a license shall show 
the names and addresses of the corporation, where in¬ 
corporated and other details not germane to this case. 

I 

| 

Sec. 3. That the application must be accompanied by 
a bond. 


i 

Sec. 4. That the corporation shall keep a complete 



to the inspection of the Commissioners of the district 
of Columbia. I 

j 

i 

Sec. 5. The act specifies that the rate of interest 
shall not be over 1 per cent per month and that this 
charge shall cover all fees, expenses, demands and 
services of every character, and the interest shall not 
be deducted from the principal of the loan w}ien the 
loan is made and no such loan shall be greater than 

$ 200 . 00 . ! 

j 

Section 5 further provides for penalties to be in¬ 
flicted for violation of the provisions of the act. 

i 

i 

Sec. 7 provides for the punishment of persons vio¬ 
lating the provisions of the act. 


j 

i 


i 

i 


G 


Section 10 of the act provides 

“That nothing contained in this act shall be 
held to apply to the legitimate business of 
national banks, licensed bankers, trust com¬ 
panies, savings banks, building and loan asso¬ 
ciations, or real estate brokers, as defined in the 
act of Congress of July 1, 1902 (32 St. L., p. 
621). : ” 

It is obvious that the appellees have not complied 
with the foregoing statute or even claims to have met 
its provisions. 

The courts of a State have a right to refuse to enforce 
contracts legally entered into in another State, where 
the contract reserved to a foreign corporation the right 
to do acts forbidden by the State of the Forum, when 
the foreign corporation has failed to properly qualify 
and license itself in the State where the suit is brought, 
was passed upon by the United States Supreme Court 
in the case of 

Both well et al. vs. Buckbee-Mears Co., 72 U. S. 

Supreme Court Keports (Law. Ed.), page 277. 

The statutes of Minnesota provide that a foreign 
insurance company shall not do business in Minnesota 
unless it secures a license so to do, and further pro¬ 
vides that any person, firm or corporation not com¬ 
plying with the licensing requirements shall be guilty 
of a misdemeanor. 

A Maryland Insurance Company which had not com¬ 
plied with the licensing requirements of the State of 
Minnesota sought to enforce the collection of insur- 
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i 

! 

i 

| 
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i 

i 
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ance premiums in the courts of the State of Minnesota 
on a policy contract entered into in the State of! Mary¬ 
land. 


The insured’s defense was that the Maryland In- 
suranee Company was a foreign corporation an(l could 
not maintain an action in the Minnesota courts because 
it had not complied with the Minnesota law relative to 
foreign insurance companies doing business j in the 
State of Minnesota, and that the making of t}ie con¬ 


tract involved and the performance of the contract re¬ 
quired the doing in Minnesota of acts which its laws 
prohibited, and further that the contract contemplated 
the Maryland Insurance Company doing in Minnesota 
other forbidden acts. j 

The court held (see paragraph 5 of opinion!), page 
125: . . .1. ;; ; - 

“(5) Besides these acts which the company 
bound itself to perform in Minnesota, the con¬ 
tract reserved to it the right to do, in! Minne¬ 
sota, and the company contemplated doing there, 
other acts forbidden by its laws, namely,, the 
right to inspect the plant and the books of ac¬ 
count and papers of the business, and the right 
to interrogate persons connected with itj More¬ 
over, the contract clearly contemplates Jliat not 
only these examinations, but the appraisals and 
other acts provided to be done by the Company 
in the course of the adjustment of losses, shall 
be done in Minnesota. All these things were 
activities of the insurance business wjiich the 
company was prohibited by valid statutes from 
doing within the State. Pennsylvania liumber- 
meirs Mutual Fire Insurance Co. v.\ Meyer, 


! 

i 

i 
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supra, pp. 414, 415 (25 S. Ct. 485), Compare 
Commercial Mutual Accident Co. v. Davis, 213 
U. S. 245, 256, 29 S. Ct. 445, 53 L. Ed. 782. 
Under rules of law generally applicable a stale 
may refuse to enforce a contract which provides 
for doing within it an act prohibited by its laws. 
Compare The Kensington, 183 U. S. 263, 269, 
22 S. Ct. 102, 46 L. Ed. 190; Bond v. Hume, 243 
U. S. 15, 21, 37 S. Ct. 366, 61 L. Ed. 565; Union 
Trust Co. v. Grosman, 245 U. S. 412, 416, 38 
S. Ct. 147, 62 L. Ed. 368; Grell v. Lew, 16 C. B. 
(N. S.) 73.” 


In the case at bar the American Small Loan Com¬ 


pany is asking this Court to sanction activities, under 
a Maryland made contract with the appellants, that 
are forbidden by the laws of the District of Columbia. 

It is asking this Court to sanction the right to loan 
money to citizens of the District of Columbia under 
conditions and on terms that are forbidden by the laws 
of the District of Columbia. 

The purpose of contracting in fact in Maryland and 
pursuant to the laws of Maryland is merely a means to 
evade the rigors of the D. C. laws applying to this type 
of contract. The enforcing of this foreign company’s 
rights against appellants, citizens of the District of 
Columbia, 1 and against the property of citizens resid¬ 
ing in the District of Columbia, is the ultimate object 
of this loan contract, no matter where it was made. 

Granting that the Maryland contracts are legal under 


the Maryland laws, the end to be accomplished is the 
enforcing of a lien against assets located in the Dis¬ 
trict of Columbia, property of citizens of the District 
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of Columbia, to satisfy a contractual obligation,! which, 
if entered into in the District of Columbia, would be 
unenforcible and subject the Maryland corporation or 
its agent to penalty and fine. 

The act of February 4, 1913, 37 Slat. L. 6571, D. C. 
Code, p. 572, was passed upon by the Supreme Court 
of the United States in the case of 

Horning vs. District of Columbia, 254 U.j S. 135. 

This was a criminal case involving the imposition of a 
penalty and fine provided by the Act of February 4, 
1913. | 

In affirming the opinion of the Supreme Cotirt and 
the Court of Appeals of the District of Columbia, 
which held that the appellant defendant below was 
guilty, the court passed upon the question tjhat re¬ 
sulted where the transactions involved were entered 

i 

into and legally completed just over the District line 
in the State of Virginia, but a part of the plan con¬ 
templated doing something or some act in the District 
of Columbia. In this case the illegal acts involved the 
keeping and returning of pledge property in the Dis¬ 
trict of Columbia when all of the transactions relative 
to the pledging of the property were carried! on and 
entered into in the State of Virginia. 

The Court stated in referring to these transactions 
(see page 137): 

“As to whether the conduct described did 
contravene the law, it is urged that a pledgee has 
a right to keep the pledged property \\diere he 
likes and as he likes provided he returns it in 
proper condition when redeemed. But that 
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liardly helps the defendant. To keep for re¬ 
turn, whatever latitude there may be as to place 
and mode, is part of the duty of a pledgee, and 
in the case of one who makes a business of lend¬ 
ing on pledges is as much a part of his business 
as making the loan. As we read the statute its 
prohibition is not confined to cases when' the 
whole business is done in Washington. If an 
essential part of it is done there and a Wash¬ 
ington office is used as a collecting centre, it does 
not matter that care is taken to complete every 
legal transaction on the other side of the 
Potomac. We cannot suppose that it was in¬ 
tended to allow benefits so similar to those com¬ 
ing from business done whollv in the citv to be 
derived from acts done there and vet go free. 
We are of opinion that upon the undisputed evi¬ 
dence the defendant was guiltv of a breach of 
the law and turn at once to the question which 
seemed to warrant allowing the case to be 
brought to this Court.” 


In other words, the entire plan was one to get around 
the provisions of the Act of February 4, 1913, but the 
plan contemplated doing acts in the District of Co¬ 
lumbia which rendered the party so doing guilty of a 
breach of the statute. 

The contract in the case at bar is for a loan of money 
legally entered into in the State of Maryland and le¬ 


gally cnforeiblc in the State of Maryland, but it pro¬ 
vides for the doing of* acts in the District of Columbia 
contrary to the public policy of the District of Co¬ 
lumbia and prohibited by the Act of February 4, 1913, 
applicable to the District of Columbia. 
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The note in question provides (see R., pp. 9,10-11) in 
substance that the American Small Loan Company, 
through Samuel C. Taylor, as trustee, reserves the 
right to appear in any court, including the courts of 
the District of Columbia, to confess judgment In favor 
of the American Small Loan Company. j 
The chattel deed of trust provides (see pp. 7-8) that 
Samuel C. Taylor, trustee, of the City of Washington, 
District of Columbia is to hold said goods and! chattels 

I 

and personal property located in the District of Co- 
lumbia to his use for certain purposes, among which 
are enumerated reserving to the American Small Loan 
Company, through Samuel C. Taylor, trustee, the right 
to take immediate possession of the personal property 
of the appellants located in the District of Columbia 
and to sell the same at public auction and pay all costs, 
charges, and expenses, including commission, to the 
trustee and to pay the surplus to whomsoever shall be 
entitled to the same. The American Small Loan Com¬ 
pany, through Samuel C. Taylor, trustee, to have the 
right to take and sell the personal property of the 

appellants located in the District of Columbiajif, in the 

! 

opinion of the trustee, the security for the loan of 
$300.00 is endangered (R., pp. 6 to 12). j 
This contract clearly contemplates that the American 
Small Loan Company shall do and perform aiiy acts in 
the District of Columbia necessary for the collection 

* j 

and protection of its loan to the appellants, wfhicli acts 
are clearly contrary to the provisions of tlje Act of 
February 4, 1913. j 

| 

i 

! 
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The Act of February 4, 1913, 37 Stat. L. 657, Dis¬ 
trict of Columbia Code, page 572, prohibits the entering 
into, consummation and enforcement of this type of 
contract unless the company making the loan complies 
with definite licensing requirements, and the rate of 
interest that can be charged is 1 per cent per month, 
or 12 per cent per year, and no more than two hundred 
($200.00) dollars can be loaned to any one person. See 
Section 5 of the Act. 

This is a penal statute in that it provides in the case 
of non-compliance for forfeiture of interest and part 
of the principal, see Section 5 of the Act, and further 
provides for fine and imprisonment for any violation 
of the Act. See Section 7 of the Act. 


Tt is onlv necessarv to visualize this entire trans- 
* » 

action to appreciate that it is worked out by the Ameri¬ 
can Small Loan Company with the intent and purpose 
of evading the requirements of the Act of February 4, 
1913, with reference to doing business in the District 
of Columbia. Otherwise, whv doesn’t the American 
Small Loan Company comply with the Act of February 
4, 1913, and establish in Washington? 

This act is the settled public policy of this forum 
and no foreign law should be given effect contrary to 
this public policy. See 

Pennoyer vs. Neff, 95 U. S. 714. See specially 
page 722. 

Green vs. Bushkirk, 5 Wall. (U. S., p. 307). See 
specially pages 312 and 313. 

Smith vs. Union Bank of Georgetown, 30 U. S. 
(5 Peters), p. 518. See specially page 523. 
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District of Columbia vs. Horning, 254 TjJ. S. 135. 

5 Ruling Case Law, page 945, Section 31. 

12 Corpus Juris, p. 439, Section 15-16. j 

Where money-loaning transactions have taken place 
in two states and the contract is usurious piider the 
laws of one of the states, the rule that the intent of the 
parties designates the governing law is subject to these 

i 

provisos: 

(1) Intent must be entertained in good faitji and not 
for the purpose of evading the laws of the District of 
Columbia. 

!• 

(2) It must not be contrary to the public policy of 
the forum. 

39 Cyc., pages 891 and 892. j 

i 

i 

The courts of one state will not enforce aj contract 
regardless of its validity where made, if through its 
enforcement the state of the enforcing coiirt or its 
citizens would be injured thereby or when th^ contract 
violates the positive legislation of the state of the 
forum or where the contract violates the public policy 

i 

of the forum. 

5 R. C. L., 945, Section 31. j 

12 C. J., 439, Section 14. 

Hervey vs. Rhode Island Locomotive Works, 93 
U. S. 664. j 

Green vs. Bushkirk, 5 Wall. (IJ. S.) 30^. 

( 

i 

Each sovereignty determines for itself the! extent to 
which it will apply the doctrine of comity. Restraining 

i 

i 

I 
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the application of the laws of another state must rest in 
the sound judicial discretion controlled by the circum¬ 
stances of the case. 

12 C. J., 437, Section 10. 

Higgins vs. Central New England Railway Co.. 

155 Mass. 576. 

In the case at bar this Court is called upon to sanc¬ 
tion the enforcement of a contract which at the date 
of its signing was prohibited by a penal statute of the 
District of Columbia. 

Section 1186 of the District of Columbia Code, cited 
below by Defendant’s counsel as sanctioning the con¬ 
tract at bar, only applies in those cases where other 
than a difference in the rate of interest the contract 
would be enforcible in the District of Columbia. It 
does not apply where the contract is illegal because 
contrary to a specific penal statute requiring the com¬ 
pliance with certain conditions precedent before enter¬ 
ing into such a contract for the protection of District 
of Columbia citizens. 


Conclusion. 

In view of the above, it is submitted that to permit 
the American Small Loan Co., through Samuel C. Tay¬ 
lor, trustee, to sell personal property located in the 
District of Columbia and owned by the appellants, who 
are citizens of the District of Columbia, pursuant to a 
note and mortgage entered into in Maryland which, if 
entered into in the District of Columbia, would be 
usurious and subject the parties making the loan to 
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i 
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i 

forfeiture, fine and imprisonment, is contrary! to the 
public policy of the District of Columbia and contrary 
to the express statutory laws of the District; of Co¬ 
lumbia, and the Court below erred in entering* aj decree 
overruling the motion and dismissing appellants’ Bill 
for Injunction, and for the reasons stated this cause 
should be reviewed and sent back with instructions to 
enter a decree permanently enjoining the American 
Small Loan Co. and Samuel C. Taylor, trusteje, from 
selling the personal property of appellants under said 
chattel deed of trust. j 

CHARLES D. COUNCIL, 

i 

Attorney for Appellants. 


(951S) 
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Statement of the Case. 

i 

! 
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This cause came on for hearing in th£ Supreme 
Court of the District of Columbia on motiop of plain¬ 
tiffs (appellants) for a temporary restraining order, 
defendant (appellee) having moved to dismiss the 
bill and also answered. 


The Trial Justice denied the motion for temporary 
restraining order and granted the motion to dismiss 
the bill, and plaintiffs appealed (R. 14). 

As alleged in Paragraph 4 of the bill (R. 2) on 
August 20, 1928, plaintiffs applied to defendant for 
a loan of $300 which was made, and plaintiffs signed 
a note for $300 payable $15 a month, with interest 
at the rate of Sy 2 per cent per month, and at the same 
time plaintiffs executed to defendant a chattel trust 
on furniture of plaintiffs located in the District of 
Columbia to secure the payment of the note and in¬ 
terest, making Samuel C. Taylor a trustee. This en¬ 
tire transaction occurred at the office of the appellee 
in the State of Maryland. Plaintiffs refused to pay 
the installments on the note and defendant trustee 
proceeded to advertise for sale the property set out 
in the trust as was provided in the trust (R. 7). 
While the advertisement was running in the Wash¬ 
ington Herald (R. 5) this suit was brought. 

The American Small Loan Company, Inc., was 
doing business in Maryland in strict accord with the 
Uniform Small Loan Law of the State of Marvland, 
and the note was made and payable in Maryland and 
the chattel trust was executed in Maryland (R. 9-13). 

The chattels securing the payment of the note 
were located in the District of Columbia at the resi¬ 
dence of the plaintiffs. 

The note made by plaintiffs in Maryland recites 
among other things that— 

“It is understood that this is a Maryland 
contract, to be governed by the laws of the 
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State of Maryland, made at the licensed of- 
fice of the company at Mount Rainier, Mary¬ 
land. We acknowledge receipt now jof a state¬ 
ment of above loan from the Lender as re¬ 
quired by the small loan law, upon ivhich also 
is printed in English a copy of the!maximum 
interest rate section of said loan law” (R. 10). 


Argument. 


No fraud of anv kind whatsoever is charged in 
the bill. The plaintiffs, both adults, knew perfectly 
well what they were agreeing to do and that it was 
in strict accord with the small loan law of the State 
of Maryland because this fact is recited in the note 
which they signed (R. 10) and it is admitted that a 
copy of the law or that portion thereof! which the 
Statute requires was given to them at tile time the 
loan was made. 


The only question involved here, as I see it, is, 
whether or not a corporation licensed to make loans 
in the State of Maryland, operating in sfrict accord 
with the law of the State of Maryland, can make a 
contract in the State of Maryland which is to be en¬ 
tirely performed in the State of Marvlaiid with one 
who is a resident of the District of Colombia, and 
take as security for a loan personal property situ¬ 
ated in the District of Columbia. 


The Act approved February 4,1913, regulating the 
business of loaning money in the District of Colum¬ 
bia (D. C. Code, p. 572) provides that it shall be un¬ 
lawful and illegal to engage in the District of Co¬ 
lumbia in the business of loaning money ^t a greater 


i 

! 


i 
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rate of interest than 6 per cent without procuring a 
license. The appellee here does not claim that it is 
engaged in the business of loaning money in the Dis 
trict of Columbia, but on the contrary that it is en¬ 
gaged in the business of loaning money in the State 
of Maryland, and it is admitted that the corporation 
has complied strictly with the laws of the State of 
Maryland in which it is doing business. 

It is now generally agreed that there is no such 
consideration of public policy involved in usury laws 
as to preclude the Courts of one state from enforc¬ 
ing the usury laws of another although requgnant 
to the laws of the forum. 

Midland Sav., etc., Co. vs. Solomon, 71 Kan¬ 
sas, 185; 

Fant vs. Miller, 17 Gratt. (Va.) 47. 

The well established rule of law that a contract 

valid where made and to be enforced is valid everv- 

% 

where, is applicable to this class of contracts as well 

as anv other. 

* 

When all of the important elements of a loan 
transaction have their situs in the same state—that 
is when the contract is made, the consideration given 
any payment is to be made all in the same place, it is 
evident that such state must give the law to the 
transaction wherever suit may be brought, even 
though the result of applying such law will be to ren¬ 
der the obligation usurious as against the law of 
the creditor’s residence. In such cases the Courts 
declare that the lex loci contractus governs. 


Jewel vs. Wight, 30 N. Y. 259; j 
Hooley vs. Talcott, 129 N. Y. Appj. Div. 233; 
Scott vs. Purlee, 35 Ohio St. 63; j 
Heller vs. Miller, 13 Fed. 198; 

N. Y. Sec. etc., Co. vs. Davis, 196 Md. 81; 
Watson vs. Lane, 52 N. J. L. 550 j 
Scott vs. Fabacher, 176 Fed. 229.! 

Usury inheres in the loan, and not in tike security 
given to insure its payment. The loan being sep¬ 
arate and independent from the security given for its 
payment, the situs of the property given in security 
cannot determine the situs of the loan transaction. 

Easton Bldg. & Loan Asso. vs. Bedford, 181 
U. S. 227; j 

Rutherford Boiling Springs, etc., Electric 
Co. vs. Franklin Trust Co., 58 N. J. Eq. 
584; (12 Dick. Ch. 43-48); j 
Dolman vs. Cook, 14 N. J. Eq. 56; 
Lockwood vs. Mitchell, 7 Ohio St|. 387. 

I 

Although an obligation may be secured! by a mort¬ 
gage upon land in one state, yet if the loan contract 
is properly referable to another state in iaccordance 
with the general rule that a contract if Valid where 
made and to be performed is valid everywhere, the 
existence of usury in the transaction is determined 

m/ 

bv the law of the state where the contract is made 
* 

and to be performed. 

i 

Nichlas vs. Cosset, 1 Root (Conn.) 294; 
Commercial Bank vs. The Azue, 74 Miss. 
609; 

Fessendon vs. Taft, 65 N. H. 39; 

Andrews vs. Torrey, 14 N. J. Eq. 355; 
Manhattan L. Ins. Co. vs. Johnson, 188 N. 
Y. 108. 



And it was licld that the same general rule obtains 
when the mortgage property is personal. 


Whitman vs. Conner, 40 N. Y. Supr. Ct. 

339; 

DeWolfe vs. Johnson, 10 Wheat. 367; 

Brower vs. Virginia L. Ins. Co., 86 Fed. 

748; 

Hamilton vs. Fowler, 99 Fed. 18; 

Scudder vs. Union Nat. Bk., 91 U. S. 406. 

The case of Croissant vs. Empire State Realty 
Co., 29 App. D. C. 538; 35 W. L. R. 350, was one in 
which a loan was made by a foreign building associa¬ 
tion to a resident of the District of Columbia and 
was secured by bond and mortgage on real estate 
here, the loan was arranged here, the papers were 
executed and delivered here, the payments on the 
indebtedness were made here to a local representa¬ 
tive of the Association, and there was no provision 
in any of the numerous instruments evidencing the 
contract, declaring that it should be governed by the 
laws of any other jurisdiction. This Court held that 
that contract was governed bv the law of the Dis- 
trict of Columbia and that contracts are to be gov¬ 
erned as to their nature, validity and interpretation 
by the law of the place where made, unless the con¬ 
tracting parties clearly appear to have some other 
law in view. 

See also: Washington Natl. Bldg, and Loan 
Asso. vs. Pifer, 31 App. D. C. 434; 36 W. L. R. 
426. 
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In the base of Junction Railroad Co. vs. Bank of 
Ashland, 12 Wall. 226, the Court held that if a bond 
be not usurious by the law of the place iwhere pay¬ 
able, a plea of usury cannot be sustained in an ac¬ 
tion thereon unless it alleges that the place of pay¬ 
ment was inserted as a shift or device to evade the 
law of the place where the bond was mado. 

It would seem that Congress had in mind just this 
situation when Section 1186 of the Code! of the Dis¬ 
trict of Columbia was enacted. This Section pro¬ 
vides : 


“JUDGMENT IN SUITS ON CON¬ 
TRACTS MADE ELSEWHERE 1 .—In an ac¬ 
tion on a contract for the payment of a higher 
rate of interest than is lawful in the District, 
made or to be performed in any state or ter¬ 
ritory of the United States wheife such con- 
tract rate of interest is lawful, the judgment 
for the plaintiff shall include stich contract 
interest to the date of the judgment and inter¬ 
est thereafter at the rate of 6 peii centum per 
annum until paid.” 


In the case of Fisk Rubber Co. vs. Miller, 42 App. 
D. C. 49; 42 W. L. R. 215, this Court said: 


“The general principle is that a contract is 
to be governed by the law with a view to 
which it was made, and this is aj question of 
intention, to be deduced, when not expressly 
declared, from the place, terms, character, 
and purposes of the transaction.” Citing 
Croissant vs. Empire State Realty Co., above; 


Coghland vs. S'. C. Rd. Co., 142 U. 
vs. Cordell, 142 U. S. 116. 


S. 101. Hall 
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What law, then, did the parties have in view as de¬ 
termining the legal consequences resulting from the 
non-performance of the contract between them? We 
do not have to presume this answer because, not 
only was the contract made and to be performed in 
Maryland, but it is expressly so stipulated by the 
parties. 

As said by the Supreme Court of Pennsylvania in 
Bennett vs. Bldg. & Loan Association, 177 Pa. St. 
233, the defendant had a lawful right to loan money 
wherever it pleased, and it would be most absurd to 
say that because it loaned money to a resident of the 
District of Columbia it therefore intended to evade 
the laws of the District of Columbia. The resident 
of the District of Columbia had a right to borrow 
monev in Maryland if he chose to do so, and if he 
contracted to pay it in Maryland, he must be conclu¬ 
sively presumed to have known that his contract 
would be governed by the laws of that state. 

It is therefore respectfully submitted, that there 
being no charge in the bill of fraud or deceit, the law 
governing this case is well settled, and the trial court 
should be affirmed. 


Edwin C. Dutton, 
Attorney for Appellee . 



